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NOTES OF THE MONTH 


Tito and the Cominform: a Renewed Offensive 


VER the last few weeks there has been a noticeable 
sharpening of the conflict between Yugoslavia and the 
U.S.S.R. together with her satellites. An exchange of Notes took 
place at the end of May, Yugoslavia protesting against the Soviet 
Government’s ‘hostile and discriminatory actions’ in tolerating the 
‘activities’ of Yugoslav emigrés in the U.S.S.R. This presumably 
refers primarily to the publication in Moscow of a Serbian paper, 
‘For a Socialist Yugoslavia’, first issued in May. At about the same 
time another emigré paper, ‘Under the Banner of Internationalism’, 
was started in Rumania. On 11 June a Yugoslav official statement 
indicated that Czechoslovakia, which at the beginning of May had 
already banned all exports to Yugoslavia, had broken off trade 
relations with that country. At this time it was also announced 
that the Yugoslav Government had asked for the liquidation of the 
two existing joint Soviet-Yugoslav companies. The background 
to these moves on a high Government level was an increasing 
number of frontier incidents, accompanied by a spate of mutual 
accusations of espionage, provocations, and arrests, etc. 

This deterioration of diplomatic relations had been fore- 
shadowed by a mounting ‘cold’ offensive on the part of the Com- 
munist Parties, the auxiliary arm of Soviet Russia’s foreign dip- 
lomacy, united under the banner of the Cominform. At the 
moment of writing a meeting of Cominform representatives is 
taking place in Poland to discuss the future strategic line to be 
adopted against Yugoslavia. It is rumoured that a severing of 
diplomatic relations is under consideration. The Cominform 
fortnightly paper For a Lasting Peace, for a People’s Democracy 
(originally published in Belgrade, now in Bucharest) has never 
ceased to denounce Tito since his first open show of independence 
last summer. Interesting examples of the type of anti-Tito propa- 
ganda found in this paper are ‘open letters’ addressed by anti- 
Tito Yugoslavs abroad to their countrymen. One of the letters, 


277 


—$—<—<—<—<—<—$_=—$———— 


ARIES 


\ 


LY OF MICHIGAN Libi 


UNIVERS 


























= = 


24a 





278 NOTES OF THE MONTH 


signed by a group of emigrés in the U.S.S.R., denies ‘with disgust’ 
the suggestion that they were ‘forced to remain in the Soviet 
Union’. This, they write, ‘is an abominable falsehood and slander. 
No one forced us to remain. There are no Rankovic janissaries in 
the Soviet Union’. It is, they say, on the contrary, the Tito- 
Yugoslavs who are made to write letters of praise. 

Lately contributions from more authoritative persons have 
also appeared in the Cominform paper, and some have been 
reprinted in Pravda, the Soviet Communist Party organ. These are 
articles by members of Politbureaux and Secretaries of the Com- 
munist Parties of the satellite countries. It is highly instructive to 
compare the tone of the last two or three articles with that of 
articles some eight or nine months ago. The sharpness of denuncia- 
tions doubtless foreshadows a greatly altered attitude towards 
Yugoslavia; the language is far less restrained than that of official 
diplomatic channels could ever be. Soon after the Cominform 
conflict Tito and ‘his clique’ were represented as petty bourgeois 
nationalists, as traitors, bandits, double dealers, enemies of the 
working class, renegades, and the like. For some months they 
remained ‘a criminal clique’ travelling along the road ‘to the 
imperialist camp’, when in a sudden crescendo of fury, early this 
spring, they became in the eyes of the Cominform spokesmen 
‘rabid enemies of the U.S.S.R. and the People’s Democracies’, 
nationalists ‘unashamedly bargaining with the Western imperial- 
ists about the price and conditions for the sell-out of Yugoslavia’s 
freedom and independence’. By May ‘Judas Tito’ had already 
‘gone over completely to the imperialist camp’. His policy was 
characterized as that of ‘a provocateur in the service of war- 
mongers’, ‘fully in line with that of the Trotskyite renegades at 
the time of their final degeneration’—the worst accusation yet 
invented by Moscow. Rakosi, Hungary’ s Party chief, says in the 
June issue that the ‘Tito gang’ has now become ‘one of the most 
active storm detachments of the enemy camp opposing Socialist 
construction and the world peace front’, whose ‘hatred for the 
builders of Socialism is buttressed by . . . their utter baseness and 
lack of principle so characteristic of Trotskyites’. In his opinion, 
“Yugoslavia today is a typical police State where the Trotskyite 
clique is holding power by applying Gestapo methods and using 
former Gestapo agents’. 

A detached observer may feel, not without reason, that there 
may be substance in the accusations raised against Tito’s nation- 
alistic police State. But this ‘profusion of invectives’ (of which the 
Cominform in turn has accused Tito) has a terrifying sound to a 
Western reader, especially when coming from or inspired by 
quarters with far wider knowledge of “Turkish terror methods’ 
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than that of the Yugoslav Stalin en miniature. For Tito and his 
Government these latest accusations must have a dangerous ring 
in view of the fate of real and alleged “Trotskyites’ both inside and 
outside the Soviet Union over the course of the years. He and his 
associates have been warned that his ‘terror régime will not last 
long’, that ‘the peoples of Yugoslavia will throw out from their 
midst this handful of traitors . . . who are trying to bring Yugo- 
slavia once more under the yoke of imperialism’. 

This intensification of the ideological assault, this ‘tightening 
of the screw’, and Tito’s continued audacity, are a reflection of 
Yugoslavia’s growing rapprochement with the West, which was 
perhaps not quite foreseen by Moscow. Indeed 'Tito’s independent 
attitude, which culminated in the Cominform conflict, must have 
come as a great shock to Stalin, and the dangers of such a breakaway 
were fully realized. Yet no drastic measures were taken as long 
as there was a chance of the lost sheep being brought back to the 
fold. It was probably expected that Tito’s Government would not 
be able to survive the ensuing economic difficulties. In the mean- 
time, as can be seen from articles in the Cominform papers, 
unquestionably Soviet-inspired, a very close watch has been kept 
over all Yugoslavia’s moves towards the West, particularly her 
trade and financial relations. Far from collapsing, Yugoslavia— 
whatever her present and future economic difficulties—has suc- 
ceeded in concluding trade contracts with big American firms 
(total American- Yugoslav trade turnover in 1949 is expected to be 
twice as high as in 1948); she is likely to receive substantial loans 
from American banks, and is about to conclude a long-term agree- 
ment with Great Britain, all of which will help her to bridge the 
gap in capital equipment and machinery not now forthcoming from 
the U.S.S.R. In return Yugoslavia had to recognize Western 
compensation claims and—worst of all from the point of view of the 
Eastern economies—she is supplying large quantities of important 
raw materials (copper, zinc, etc.) to the West. Tito is thus proving 
that his country may be able to exist and develop without the 
help of the U.S.S.R. Moscow is also aware that Tito’s political 
hold over his country, modelled in all its detail on the Soviet 
example, is—for the present at any rate—powerful enough; it is as 
strong or as weak as that of its model, and Tito himself probably 
still fairly popular. At the same time his display of independence 
and his Yugoslav—not Soviet—nationalism has proved gravely 
disturbing to the other satellites. True, not all of his imitators 
are well disposed towards him, and it can hardly be said that an 
organized opposition against Russia’s domination is taking shape. 
Historically and strategically these would-be Titos (Gomulka in 
Poland, Patrascanu in Rumania, Kostov in Bulgaria, Rajk in 
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Hungary, Koce Xoxe in Albania) were placed less favourably 
than Tito himself; they could therefore be checked more easily 
by demotion, expulsion, arrest, or execution. However, Moscow 
is only too well aware of the contagious nature of Tito’s example. 

So far Tito has clung astutely enough to the ideological mantle 
made for him in Moscow, and in words he still maintains his 
allegiance to the ‘cause’ of the U.S.S.R. and the ‘People’s Demo- 
cracies’. But Stalin does not want ‘allies’: he needs vassals. Par- 
ticularly Yugoslavia, with its raw materials, its favourable geo- 
graphical situation, its well trained and equipped army, is far too 
important a military-strategic foothold, to be tolerated as an ‘ally’, 
governed as it is by a headstrong ruler who expects consideration 
on equal terms. Hence the ‘writing on the wall’ for Tito. It remains 
to be seen who will prove stronger and more skilful in this struggle, 
the master or the pupil. 


British Interests in Shanghai 


The fall of Shanghai to the Chinese Communists has given rise 
to the question of what precisely is the British stake in China and 
especially in Shanghai. This question—which recurs at all times of 
crisis in China—is usually posed as requiring an answer in terms of 
pounds, shillings, and pence, and in that form it is impossible to 
reply with any very great degree of accuracy. But it is possible to 
arrive at a rough estimate of the value of the sunken investment, 
and to get some appreciation of the significance of those other 
British commercial activities which are unrepresented by a 
tangible investment. 

E. M. Gull, in his British Economic Interests in the Far East," 
quotes Professor Remer’s book, Foreign Investments in China, 
as giving a figure of approximately £200 million for British invest- 
ments in China and Hong Kong in 1931, of which £130 million 
is attributed to Shanghai. Mr John Keswick, the Chairman of the 
Shanghai British Chamber of Commerce, addressing the British 
Parliamentary Mission in October 1947, gave a ‘pre-war’ figure of 
£200 million as an indication of British investments in China. 
Mr Mayhew, Under-Secretary to the Foreign Office, replying to a 
Question in the House of Commons on 17 November 1948, gave a 
1941 estimate of {107 million as the value of British investments 
in Shanghai alone. 

There is a wide divergence between these figures—Mr Mayhew’s 
is almost certainly on the low side, and Professor Remer’s seems 
to be the one based on the most thorough inquiry. Accepting, 
therefore, his estimate of a Shanghai investment of {130 million in 
1931, allowing for accretions between then and the outbreak of 


1 Royal Institute of International Affairs, 1943. 
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war in 1941, and taking into consideration the decline in the value 
of money, a fair guess of the present-day value of the British com- 
mercial investment in Shanghai alone is somewhere around {£300 
million. This does not include some {60 million of outstandin 
debts owed by the Chinese Government to British bondholders, 
nor Government debts to individual firms. 

But the significance of the British stake in Shanghai does not 
rest mainly on the size of the sunken investment; it rests to a far 
greater extent upon the earning power of a complex of com- 
mercial and financial activities built up over the past 100 years. 
These may be roughly divided under three headings: (1) the 
merchant interest; (2) the industrial interest; and (3) the com- 
mercial services interest. The merchant interest is the funda- 
mental one. As in so many parts of the world, the British merchant 
adventurers were early in the field in China, and through their 
knowledge of international trade, and by their persistence and 
patience, they built themselves into a position so commanding 
that, until the outbreak of war in 1941, British merchant houses 
established in China conducted the major share of Chana’s trade 
with the rest of the world other than Japan. And British merchants 
still hold the leading position. 

In the industrial sphere, the security to life and property and 
the rule of law provided by the foreign settlements and concessions 
ceded by China in the middle of the last century attracted invest- 
ment on the part of those who recognized the potentialities of the 
China market and the qualities of the Chinese as industrial workers. 
Thus was established a British-controlled industrial interest, 
which, on the outbreak of war, consisted of cotton mills, silk 
filatures, engineering works, egg processing plants, woollen mills, 
and countless others: this British interest is second only to that of 
the Chinese themselves. British shipping companies, covering 
China’s coast and rivers, were also carrying something like one 
half of the whole of the water-borne internal trade of the country 
at the time of the outbreak of war. 

Side by side with the growth of these merchant and industrial 
interests, British banks, ocean shipping lines, and insurance 
companies developed their services, and they also held the leading 
position in the financing, insuring, and carrying of China’s over- 
seas trade. 

It will be seen that the British stake in China is essentially 
commercial, and that it is mainly concentrated in Shanghai. 
Its value to the United Kingdom lies far more in the invisibles, 
whick accrue to this country, than can be conveyed by any set of 
figures, either of investment or of trade. Shanghai is, in fact, a key 
point in the scheme of Britain’s international trading structure. 
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Whether or not the British stake in China can preserve its value 
remains to be seen. With the relinquishment of exterritoriality and 
the rendition of the settlements and concessions by the Treaty of 
1943, the security and rule of law which attracted British invest- 
ment has largely disappeared and may not be re-established 
under Chinese jurisdiction for a long time. 


The Berlin Currency Situation and German Inter-Zonal Trade 


The attempts to come to at least a limited agreement over 
Germany at the Foreign Ministers’ Conference seem to have been 
governed on the one hand by the Western Powers’ desire to obtain 
written guarantees of free access to Berlin, and on the other hand 
by Russian eagerness to reopen trade relations between East and 
West. There seems reason to believe that the economic difficulties 
in the Eastern Zone have become acute. Not only is the Eastern 
Zone in great need of the industrial and manufactured goods 
which Western Germany can supply, but it also requires the West 
as a market for its products. Western Germany, on the other 
hand, with the help of Marshall Aid and other subsidies from the 
West, is well on the road to recovery and to some extent at least 
has found other markets and other sources of supply. Neverthe- 
less, in the long run, and especially when American subsidies are 
discontinued, Western Germany will require a large volume of 
trade with the Soviet Zone and with the countries of Eastern 
Europe which have always been the traditional source of supplies 
and a market for Germany. The Western Powers’ insistence on a 
guaranteed line of communications to Berlin is based on a natural 
desire not to have to continue the expensive airlift any longer than 
is necessary, and also to ensure Berlin’s ability to regain economic 
stability by trade relations with the West. But the question of free 
access to Berlin is only a part of the Western Powers’ desire to tie 
the Russians down to definite conditions regulating inter-zonal 
traffic. 

Inter-zonal trade relations have been further complicated by the 
present adverse position of the East mark in relation to the West 
mark. Eastern Zone traders could not afford to buy goods from the 
West at a four to one rate of exchange, and uncertainties about 
exchange rates made Western Zone traders reluctant to accept 
large orders from the Eastern Zone. Without some adjustment of 
the two currencies, only a restricted volume of trade can be carried 
on, limited largely to barter transactions. Any stabilization of the 
exchange rates can only be of advantage to both sides from the 
point of view of trade, in that it would allow for a much greater 
mutual interchange. 

The currency situation has been especially anomalous in Berlin. 
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As there was a rigid official separation of the two currencies valid 
in the East and West Sectors, Western Berliners, having ex- 
changed their West marks for East marks at the black market rate 
of nearly one to four, could buy goods in the Eastern Sector for 
about a quarter of the price they would have had to pay in the 
Western Sectors. On the other hand, those with only East marks 
available found life in the Western Sectors almost four times as 
expensive. The Berlin rail strike, for instance, was originally 
caused because Western Sector railway workers paid in Eastern 
marks found that the cost of living in the Western Sector was quite 
prohibitive. Their weekly pay packet in terms of Western marks 
was the equivalent of only {1 sterling, and they discovered that 
when on strike they would be better off, in that they would then 
receive 1s. 6d. per day as Union strike pay and approximately 
{2 5s. as municipal unemployment benefit. 

When the blockade was lifted and a flood of goods entered 
Berlin at relatively cheap prices, the lack of parity between the 
two currencies became more dangerous. Eastern Berliners 
crowded into the Western Sectors to buy goods unavailable in the 
Russian Sector, especially those which, even with the adverse rate 
of exchange, were cheaper than those available on the special free 
markets set up by the Russians. These markets were for the sale, 
at exorbitant prices, of goods which were rationed or unobtain- 
able elsewhere. It thus seemed possible that West Berlin might 
become a dumping ground either for the Eastern mark—with a 
consequent further depreciation in its value—or for Western 
marks accumulated in the Eastern Sector during the blockade— 
with the probable result of a rise in prices. 

Provided there are adequate arrangements to prevent undue 
syphoning of supplies—especially those financed by American 
aid—from Western Germany to the Western Sector of Berlin 
and thence to the Eastern half of the city and the Soviet Zone, 
greater freedom of trade can only benefit the economy of both 
Zones. ‘The West will obtain the textiles, optical goods, and agri- 
cultural products which she wants, while the East will benefit 
from the influx of manufactured and industrial goods. 


The Strategic Significance of Kashmir 


As the I eague of Nations learnt in the fateful days of the L ytton 
Commission’s fruitless quest in Manchuria, the machinery of inter- 
national arbitration fails to keep pace with the march of events. 
On New Year’s Day the United Nations recorded a real achieve- 
ment in the proclamation of the ‘cease fire’ in Kashmir by India 
and Pakistan, in agreement with the truce proposals set out in the 
resolution of the United Nations Commission to India and 
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Pakistan, of 13 August 1948. A plebiscite on Kashmir’s destiny was 
to be held under the Commission’s auspices—Admiral Nimitz 
accepted the appointment as its Plebiscite Administrator on 22 
March—and on 15 April the Commission formally presented to 
both disputant Governments its further proposals for adjusting 
viewpoints within the framework of its August resolution. 

Unfortunately neither country has been able to accept these 
proposals, and in the meantime the situation has deteriorated. 
The ‘cease fire’ was received with manifest relief on both sides, and 
particularly by their regular troops, mindful of recent comradeship 
in World War II. Moreover, neither India nor Pakistan could be 
blind to the importance of easing the financial strain caused by the 
operations in Kashmir, apart from the adverse influence of those 
operations on any mutual efforts to reach agreement in other 
important fields of political and economic activity. There is also 
an external danger in the continuance of this disagreement over 
Kashmir, but the Prime Ministers of India and Pakistan seem to 
be unable to withstand the pressure of extremists, and so are apt 
as time goes on to underline their respective claims in public 
speeches, to the prejudice of the very issue which the Commission 
has to determine. 

Originally, in September 1947, when the tribesmen invaded 
Kashmir, the Dogra ruler of the State of Kashmir and Jammu 
appealed to India for assistance and offered accession to the Indian 
Union. Rightly or wrongly, this accession was accepted by the 
then Governor-General, Lord Mountbatten, with the proviso that 
it was subject to the eventual decision of the people of Kashmir, 
the majority of whom are Moslems. This provisional accession 
enabled the Indian army to enter Kashmir, and in effect, after 
driving out the tribal forces, to occupy the capital and a good 
portion of the country. Meanwhile, a Moslem government, based 
on what might be called a resistance movement, and known as the 
Azad Kashmir Government, held on to certain territory in the 
districts adjoining Pakistan. One of the problems confronting the 
Commission is the disposal of this organization. 

The Government of India has now accepted four nominees to 
represent Kashmir in the Indian Parliament. These nominees 
were made by the Maharaja on the advice of Sheik Abdullah, the 
Congress-supported Prime Minister. This has prompted the 
Pakistan Government to charge India with anticipating the find- 
ings of the plebiscite, and has therefore aggravated the situation. 

Admiral Nimitz has already recognized the formidable character 
of the task of organizing a plebiscite in a country where communi- 
cations and the life of the population itself are primitive in the 
extreme. The invasion by tribal forces and by Indian and Pakistan 
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troops has led to mass emigration, so that there is a considerable 
demographic disturbance, which may involve the revision of 
previously well-founded conceptions of the racial composition of 
the different areas. 

Before the transfer of power in the sub-continent, it was always 
assumed that Kashmir would accede to Pakistan, for the West 
Punjab provides the normal means of communication between 
Kashmir and what was once India. The road constructed during 
the operations by the Government of India at considerable expense 
does not radically change this economic fact, because whatever 
may be its military merits, the road is not fully operative in the 
depth of winter. 

Indeed, when Pakistan’s genesis was under discussion the 
popular derivation of the name—Punjab, Afghania (N.W.F. 
Province), Kashmir, Sind—bore testimony to that assumption, 
and it was frequently argued that Hyderabad, with a Moslem 
ruler over the predominantly Hindu population, would justifiably 
be considered as due for accession to India, as set against Kashmir, 
with the Hindu ruler over the predominantly Moslem population, 
acceding to Pakistan. 

It must now be recognized that the greater resources of the 
Government of India since the transfer of power have enabled 
it to secure many of the advantages accruing to de facto possession. 
Possibly partition, which would give India the Dogra homeland 
of Jammu and recognize the economic link between Pakistan and 
Kashmir afforded by the transport facilities of the Jhelum river 
and road communications through Sialkot and Murree, would be 
welcome. Neither Government, in the political heat generated 
during the last three months, dares publicly to admit this. There 
is a danger that the deadlock will persist. 

Yet the urgency of an agreement is plain. If India and Pakistan 
would subordinate their sense of prestige to the need for consoli- 
dating defence of the sub-continent’s north-west frontier and come 
to an agreement without waiting for a plebiscite, the result of 
which cannot be foreseen, the United Nations Commission would 
probably be relieved and there would be a general easement of 
internal relationships. The stability of Kashmir is vital to the 
defence of the sub-continent’s north-west frontier. Pakistan bears 
the burden of maintaining the Durand Line and the long-standing 
friendship with the northern states of Chitral, Dir, and Swat; but 
that burden would be intolerable without some close understand- 
ing with India, to whom security of the northern and north- 
western marches is of signal concern. Delhi knows well that at 
Panipat, ninety miles to the north, India’s fate has been settled at 
least five times in her history by the victory of the invader on that 
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historic battleground. The coming of air power has made Panipat 
once again a possible theatre of epic drama. 

Unhappily since the ‘cease fire’ the familiar technique of dis- 
covering breaches of the peace by one side or the other has almost 
obliterated that first happy sense of brotherhood restored in the 
New Year. The steadying influences probably are the regular 
high commands on both sides. Yet Mr Liagat Ali Khan has been 
compelled to disclaim a readiness to consider partition. Pandit 
Jawaharlal Nehru has been moved to ancestral fervour (his family 
is of Kashmiri Pandit origin) in declaring that he will not desert 
Kashmir, and in asserting that it belongs to India. 

All the time there is restiveness in Afghanistan, where the present 
dynasty is threatened by the revival of Amanullah’s pretensions, 
and where always there is suspicion of movements beyond 
Afghanistan’s own border but within striking distance of Pesha- 
war. Unless India and Pakistan move quickly, their disunity on 
this question of Kashmir may have severe consequences. 


ERRATUM 
In the June issue, p. 232, line 19, ‘to threaten the State’ should 
read ‘to threaten the State Department’. 
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GREECE AT THE CROSSROADS 


PPEARANCES are nowhere so deceptive as in Greece. 
The problem of the observer in this small strategic key- 
point in the East-West pressure-war is to see behind the facade of 
official Greek, American, British, Russian, and Cominform presen- 
tation of the ‘facts’, and to estimate the currents of thought run- 
ning among the 74 million hardly-tried men, women, and children 
who form the Greek nation. Unless the observer takes them into 
account, he is liable to be taken unawares by one of those frequent 
somersaults of Greek psychology which bring crashing down the 
long-range planning structures of Greek Governments, Allies, and 
enemies alike. In Greece the problem is not how to find the truth, 
but how to balance the many truths. In the present time an attempt 
can only be made by keeping the fingers of both hands simul- 
taneously on the pulses of the Greek political world, the Greek 
Army, public opinion in Athens, public opinion in the provinces 
(an important but often neglected factor), and the refugees. At the 
same time the three major problems which make up the one great 
Greek problem have to be followed ‘on the ground’. 

The first of these three problems is to end the war against the 
Communist guerrillas on terms that will not allow the Communist 
minority in Greece to make another attempt to seize power by 
military force, subversive means, or political intrigue. The second 
arises out of the resettlement of the refugees caused by the 
guerrilla war—one Greek in seven is a refugee—and the restoration 
of Greek agrarian life and agricultural production. The third 
problem is concerned with the reconstruction and rehabilitation of 
Greece—the worst damaged and most impoverished country in 
Europe, after eight years of war, occupation, revolution, and civil 
war—on a new industrial, economic, and social basis enabling her 


to feed herself and eliminate the stagnant poverty that breeds 
Communism. 


THE GUERRILLA WAR 


But no real resettlement and reconstruction can be done until 
the guerrilla scourge is eliminated. Security has to be brought 
back to the whole land and to the road and rail routes linking the 
lifferent productive areas over the intervening mountains. At 
present it is still not practicable or safe to travel overland to 
Salonika and Macedonia, or to loannina and the Epirus, nor even 

Delphi, Larissa, Preveza, Kozani. Only the Peloponnese is 
cleared of the guerrillas and safe again to travel in. 

But military operations are well under way. The Commander- 
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in-Chief, General Alexander Papagos, hopes before the winter to 
clear the mainland of Greece up to the guerrilla pockets along the 
northern frontiers. Large-scale operations in the Roumeli area 
of central Greece have split up the guerrilla 2nd Division under 
Diamandis into small groups, kept continually on the run and 
being steadily reduced in numbers. The pursuit goes on also in the 
Agrafa and Othris areas against the remnants of the guerrilla 
1st Division under Ghiotis and Bandekkos. On the southern 
Pindus the Greek Army is pressing the scattered remnants of the 
guerrilla Southern Greece Headquarters, the guerrilla Cadet 
School, and the H.Q. Security Corps. In the Olympus-Hassia 
area about 500 guerrillas are under Greek Army pressure. In the 
Peloponnese, which six months ago was completely dominated by 
some 6,000 guerrillas, only about 300 remain, avoiding fight and 
under constant pressure from the Greek Light Infantry Battalions 
and gendarmerie cleaning up the area. 

Before the winter operations began in the Peloponnese, the 
Greek Army had taken into preventive custody several thousand 
civilians who they had good reason to believe might assist the 
guerrillas by supplying them with information, food, transport, 
shelter, and other functions of an army’s auxiliary services. This 
measure, carried out under military law, and in spite of severe 
criticism from some political circles in Athens, crippled the 
guerrillas from the very beginning of the campaign, to the success 
of which it contributed in great part. The same procedure will now 
be followed before the Greek Army operations about to start in 
northern Greece, where the guerrillas last year relied to a very large 
extent on terrorized or sympathetic help from civilian populations 
in the operational areas. The Peloponnese guerrillas, however, 
suffered an additional disadvantage which is not shared by the 
guerrillas in northern and central Greece. Lack of open supply 
routes to the guerrilla bases along and across the Greek borders 
deprived the Peloponnese guerrillas of the supplies of arms, 
ammunition, food, and clothing they were urgently begging for in 
their signals to the guerrilla High Command. Two notable 
features of the Peloponnese campaign were the complete lack of 
mines in the Greek Army’s advance routes and the appalling 
privations to which the guerrillas were subjected as the winter 
campaign proceeded. For these reasons, the speed and economy 
with which the Peloponnese guerrillas were cleaned up, which 
came as a surprise even to the Greek General Staff and British 
and American military observers, cannot be expected in the 
present campaign in northern Greece. Here the guerrilla forces 
have their backs to the frontiers and the supply bases in Albania, 
Yugoslavia (the guerrillas are still supplied from Yugoslavia 
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through narrowly defined and controlled channels), and Bulgaria. 

While the Greek Army is steadily pursuing and eliminating 
the guerrilla forces in Roumeli and central Greece, General 
Ventiris is in Kozani planning and co-ordinating the next stage of 
the Greek General Staff plan—the cleaning up of the Epirus and 
Western Macedonia and the pinning of the guerrillas inside their 
frontier mountain strongholds of Grammos, Vitsi, Belles, Kaimakt- 
salan. In each of the two main areas of Grammos and Vitsi are at 
present concentrated some 6,000 guerrillas. Altogether along the 
frontiers some 14,000 guerrillas are located, with a further 4,000 
dispersed inside Greece. About 25 per cent of these are women 
and more than half the total guerrilla force is believed to have been 
recruited by force. Yet such is the discipline of the Communist 
system, with political commissars planted throughout the guerrilla 
formations and the threat of fearful personal punishment or of 
reprisal against their families, that few guerrillas dare to desert, 
and in battle prove to be fierce and determined fighters. Even in 
the Peloponnese the writer saw how the guerrillas who surrendered 
to the Greek Army each night did so because the village in which 
their relatives lived had been liberated by the National Forces 
during the previous day. Invariably, also, they surrendered singly, 
not having dared to discuss the idea even with their friends in the 
guerrilla ranks. Until that time they continued to fight and to shoot 
with determination against the Greek Army troops, conscious all 
the tume of the eye and the trigger-finger of the guerrilla com- 
mander and political commissar behind their backs. Such is the 
discipline of the Communist guerrilla army, and it has welded an 
effective fighting force. It should not be forgotten, moreover, that 


_ many guerrillas who were. taken to the mountains by force, or are 


there from personal or political reasons, remain there through 
fear of the consequences of some of the deeds they have per- 
petrated while serving in the guerrilla forces. Any amnesty which 
may eventually return them to normal social life will have to be 
very wide indeed if the seeds of the guerrilla movement are not to 
sprout again. he misfits must also be reabsorbed. 

For the future internal security of Greece there is no doubt in 
the minds of the Greek Government, Army, and people that any 
peace settlement should be based on the total military defeat and 
unconditional surrender of the guerrillas. More than anything else 
the Greeks fear a repetition of the ‘Varkiza Agreement’ of 1945 
which ended the bloody Communist revolution and left the 
[0 per cent Communist minority with the means, the organization, 
ind the incentive to try again, only eighteen months later, to seize 
power by the steady attrition and armed force of the guerrilla war. 
Greeks fear the possibility of a ‘fourth round’, if and when Moscow 
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thinks fit to seek again her outlet on the Mediterranean through 
Greece. 

But three years of constant guerrilla war have been exhausting 
for both sides. It has cost the guerrillas over 31,000 dead, 45,000 
captured and surrendered, and an estimated 30,000 wounded. The 
Greek Army has suffered 11,000 killed, nearly 24,000 wounded, 
and 4,000 missing. Civilian losses from the guerrilla war in killed 
alone number over 3,500 executed by the guerrillas and some 700 
killed by mines. All these are in addition to the 45,000 civilians 
slaughtered and the suffering of hundreds of thousands of hostages 
taken by the E.L.A.S. during the terrible revolution of December 
1944. Greeks have had personal and bitter experience of Com- 
munism at first hand: few now wish to see the perpetrators of such 
crimes as their masters. 

Until this year the guerrillas had no difficulty in replacing their 
losses by forcible recruitment within Greece and by reinforcement 
from the training camps and hospitals in the Slav ‘satellite’ States 
along the Greek frontier. By the beginning of this year it seemed 
that all the sacrifices and the exhausting mountain campaigning of 
the Greek Army last year had not brought the destruction of the 
guerrillas one bit nearer. By last autumn Roumeli was cleared, 
Grammos was taken after bitter and costly fighting, Epirus was 
cleaned up; only the Peloponnese and some localities along the 
rest of the border remained to be dealt with. Yet by February of 
this year the guerrillas were back in Grammos and the Epirus and 
were harrassing Roumeli. Terrible guerrilla attacks in division 
strength were launched against Greek towns—Karpennisi, 
Naoussa, Edessa were entered, destroyed, looted. Two-thirds of 
the country was under the constant menace of the guerrilla mass- 
raids. Greek and Allied officials saw the situation as the most 
serious since December 1944. 

The incredible surface change which has taken place within the 
last six months is typical of Greece and is the result of complex 
circumstances. The Cominform purge of the Greek guerrilla and 
Communist Party hierarchy eliminated Markos and brought the 
rebellion firmly under Moscow’s control. ‘The process was com- 
pleted by the linking of the Greek guerrilla movement with the 
Macedonian Autonomist Movement under Bulgarian aegis. The 
K.K.E. (Greek Communist Party) and the guerrilla army are now 
completely at the Cominform’s disposal for use against ‘Tito as 
well as in Greece. But with Markos the Cominform sacrificed a 
good General and brought a wave of confusion and disillusionment 
to the Greek guerrillas in the mountains and the Communists in 
the towns. Markos was convinced that large scale attacks were 
costly and did not pay: raids, terrorism, and attrition were the 
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guerrilla methods that paid dividends and. were most likely to 
break Greek morale, nullify American reconstruction, and bring 
the bankrupt Greek Government eventually to terms such as would 
give the K.K.E. a firm foothold for exploitation. Markos’s re- 
moval, an obvious state of flux in the Cominform’s Balkans policy, 
and a series of large-scale military enterprises which all turned into 
costly disasters wrought a fall in morale within the guerrilla ranks 
from which they have not yet recovered. It was aggravated by the 
Greek Army’s unexpectedly rapid and complete victory in the 
Peloponnese and by the new drive of the National Forces under the 
leadership of the new Commander-in-Chief, General Papagos. 

Papagos is no military genius, but he has the seniority, unswerv- 
ing honesty and courage of his convictions, and the universal 
prestige to give the Greek Army and nation a leadership which it 
has lacked until now. The reforms he instituted in the Greek 
Army after accepting the Government’s request were not revo- 
lutionary. They consisted mainly of a tightening up of every 
section of the Greek military machine. Most valuable of all was the 
restoration of confidence in the armed forces and the nation. Even 
the political world, until this time quite ready to gamble with the 
critical situation for the sake of personal or party gain, found itself 
included, willy-nilly, within the Commander-in-Chief’s new 
national drive and discipline based on popular approval. 

Much of the Greek Army’s success in the field since the dis- 
asters of February can be attributed to the new methods, discipline, 
and morale brought by Papagos. The constant and unrelenting 
pursuit on which the Commander-in-Chief insists has enabled the 
Greek Army to exploit guerrilla mistakes and press their advant- 
ages home. At this moment there is good reason for the optimism 
and satisfaction of the Greek Army, Government, and people. They 
have regained the initiative in the guerrilla war after passing 
through a dangerous and terrible phase. The guerrillas have not 
been able to replace their losses, and are reduced from last year’s 
consistent 28,000 first-line fighters to some 18,000 tired and 
apparently dispirited men and women, held together mainly by the 
terroristic Communist discipline. Their fate is in the balance even 
on their own side. Will Russia call off the Greek guerrilla war as 
part of an East-West appeasement, even if only temporarily? 
Will Greece’s northern neighbour States receive Cominform 
instructions to cease their aid to the guerrillas, without which the 
Greek Army could have crushed the whole guerrilla movement in a 
few months’ campaign? Will Moscow try to save the remnants of 
the guerrilla movement before it is too weakened to do more than 
hold a few mountain pockets along the Greek borders? Will the 
United Nations succeed in restoring relations between Greece and 
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her northern neighbours on terms which include the cessation of 
aid by the latter to the guerrillas and the closing of the frontiers? 
These are the questions which dominate this stage of the guerrilla 
struggle on the political side. What sort of peace can be made with 
the guerrillas? 

But Russia may not wish to call off the guerrilla war. Or she 
may wish to do so only to save the guerrilla forces for a future 
renewal of the attempt to swing Greece into the Russian orbit. 
Even while talks are proceeding between Russia and the Western 
Powers on an unofficial basis behind the scenes for a pacification 
of Greece, all the northern neighbours continue to pour in aid to 
the guerrillas. Should Russia, instead of calling off the Greek 
guerrilla war, wish to intensify it, there are, according to military 
experts, some 10,000 Slavo-Macedonians of first and second 
generation Greek origin within the Cominform States. These 
could be ‘recruited’ by the Cominform for service in the Greek 
guerrilla army under its new combined K.K.E.-N.O.F. (Autono- 
mous Macedonia Movement) aegis. In addition there are the 
“Tsamides’—the Greek minority in Albania who went there of 
their own volition after aiding the Axis occupation authorities in 
World War II. If the Cominform desires it, there is still material at 
its disposal for reinforcing the Greek guerrillas. But perhaps 
Moscow may prefer to resolve the Tito problem before turning on 
Greece with the additional advantage of unrestricted Yugoslav 
bases. Meanwhile, for squeezing Yugoslavia, Greek territory under 
guerrilla control completes the ring around Yugoslav borders. 


THE GREEK ARMY 


There is, however, a further factor in the Greek military situa- 
tion perhaps underestimated by official circles. If the guerrillas 
are exhausted, so is the Greek Army. Greek troops have now been 
continuously in the mountains for three years. Many of those still 
there have been at war, without being able to resume their normal 
civilian lives and careers, on and off for eight years. Mountain 
campaigning against a ruthless enemy who observes no rules and 
who is the cruellest of foes is the most physically and nervously 
exhausting of all types of warfare. The writer knows Greek officers 
who return to the front before their few days’ leave is over because 
they have lost the art of relaxing and find normal life a strain to 
themselves and their families. Their thoughts and dreams are on 
their outposts, on minefields, on ambushes. 

Worse, however, for the Greek soldier than the strain of guerrilla 
warfare is the gnawing anxiety over his family’s economic con- 
dition. Many officers and troops on the Grammos and Mace- 
donian fronts have related how in their free moments their minds 
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are filled with worries aroused by the descriptions in letters from 
their homes of the starvation and privation to which they have left 
their wives and children. Cases of desertion have occurred where 
the soldier has been so overwhelmed by these anxieties that he has 
taken the extreme risk of leaving his unit, making his way home, 
obtaining work for a few weeks to pay off the accumulated debts 
and give meat to his family—and has then given himself up to the 
Greek military police to await a possible death sentence for 
desertion in the field. 

‘This is the basic reason why you will hear the general murmur 
among the victorious troops: ‘It must finish this year!’ The danger 
is that if this summer’s campaign once more ends inconclusively; 
if this autumn the Greek Army and nation is faced with the con- 
tinuation of the war next year; if, added to rising prices, continued 
inflation, increased misery of their families, the Greek troops are 
faced with another grim winter and a repetition of the campaign 
next spring, Greek Army and civilian morale will fall lower than 
ever before in this long-drawn-out struggle. It is just such a loss 
of national morale that could undermine all the plans and fore- 
casts of Greek and Allied official circles and surrender Greece 
at the last moment to the kind of compromise peace with the 
Communist guerrillas on their terms that could make of Greece 
a new Czechoslovakia or Hungary. The Greek Army must 
win final victory this year. The Greek mainland must be completely 
cleared of the guerrilla scourge. The guerrillas must be confined 
effectively on the frontier if they cannot be eliminated. The 
United Nations must close the frontiers. 

General Papagos hopes he can achieve the cleaning up of con- 
tinental Greece. But he is not able to guarantee doing so this year 

th the 200,000 troops at his disposal. British and American 

litary mission observers do not see how he can do it. All on-the- 
pot observers are convinced of the necessity of increasing the 
sreek Army by at least another 50,000 men, maybe 100,000, in 
rder to complete the job in time. With the present strength, the 
General cannot launch cleaning-up operations in all or most of the 
nain areas simultaneously. He cannot keep a proportion of the 
rmy out of the battle for rest, training, and use as reserves to be 
rown in on the needed sector and at the crucial moment. And the 
perts here reckon both these are necessary factors in the final 
rushing of the guerrillas. Otherwise they may again do what they 
> done a score of times—escape the Greek Army’s closing 
cers at the last moment and live to fight another day. 
Besides the increase in the Army, Papagos and local observers 
> convinced of two further necessities for guaranteeing victory 
year. ‘These are, first, the increased use of Commando-type 
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units, fighting guerrillas on their own terms and with unrestricted 
movement; and, secondly, the use of the surprise element. To 
achieve this there must be a greatly increased air supply service, 
freeing the Commandos from dependence on supply columns and 
making them more mobile even than the guerrillas. But creation of 
these will take many months. 

New commando groups are being formed. But the American 
Government has so far opposed all requests for an increase in the 
Greek Army. Their answer is: ‘Improved quality, not increased 
quantity.’ But while they are right that the quality of the Greek 
Army now leaves something to be desired, especially in its leader- 
ship, they seem to avoid facing facts as they are. Under the present 
conditions the only way of improving the quality of the Greek 
Army may be by increasing the quantity—to improve morale, to 
facilitate the striking of the guerrillas on all fronts at once, and to 
make possible the resting and retraining of battle-weary formations 
for use as reserves. Admittedly the Americans pay the piper—but 
most observers here are by now convinced that a small extra 
investment now would save heavy losses later and would pay 
valuable dividends in the securing of Greece as a free and inde- 
pendent nation, embarked on an uninterrupted reconstruction 
programme. Greek reconstruction has been tragically delayed. 
At present it is still not too late: in a few months it may be. 


THE ECONOMIC CRISIS 


For behind the military problem is a financial, economic, and 
social problem rapidly rushing towards crisis. Two-thirds of the 
Greek Budget goes to support the military struggle. This is the 

Greek financial contribution to pay for the war, over and above 
the 1,000,000 dollars per day it is costing the U.S.A. in military 
aid. In addition 75 per cent of the E.C.A. funds destined under 
the Marshall Plan for Greek reconstruction last year have been 
swallowed up directly or indirectly by the guerrilla war and relief 
to the populations made destitute by it. There is a show of recon- 
struction in Greece—roads, ports, airfields, masses of machinery 

—but in fact and for the present this is partly a facade hiding 
increasing poverty. This year’s Greek Budget deficit will be greater 
than ever. Yet the Finance Minister’s next Budget is already 
saddled with promises of civil servants’ wage increases, augmented 
pensions, and the rest. This can only mean new and increased 
taxes, resulting in further price rises and inflation. 

In a country where prices of food, clothing, and household com- 
modities are from three to five times current British prices, 
the workers’ daily wages average 1os. 6d. for men and 7s. 6d. for 
women. Workers are content if they manage to afford meat twice 
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or three times a month for their families. The rest of the time the 
diet is one of beans, cheap vegetables, and bread. Even olive oil, 
the staple Greek commodity which takes the place of fat in the 
Greek diet, is now almost out of reach at the price of 5s. per Ib 
weight. Clothes can be afforded for the children only, and then 
with difficulty and sacrifice. This situation has continued through- 
out eight years of occupation, war, and guerrilla terrorism. The 
Greeks are approaching the end of their tether. 

This summer are expected huge waves of strikes, probably a 
general strike, growing out of the general economic discontent. 
Only a Government that can promise and show the real indications 
of an end to this situation will be able to stand and lead the Greek 
people to peace and reconstruction. They are no longer to be 
pacified with words and demands for more sacrifice. There is a 
general dissatisfaction with the whole of the Athens political world, 
and even the present coalition Government is hanging on to 
power by a slender thread of tolerance—of ‘want of anything 
better’—reinforced by American and British hopeful blessings. 
There is a general suspicion that the Government has no plan. It 
has retained the nominal value of the omnipotent ‘gold sovereign’ 
at 230,000 drachmae. But the sovereign buys one third of what it 
purchased a year ago. 

Meanwhile problems are crowding on the Government. The 
finishing of the war. The resettlement of refugees. Social problems, 
wage problems, rising prices, uncodified taxation, a new con- 
stitution. . . . The horizon militarily is brighter, but Greece is not 
yet on the road to recovery. Without adequate support she may 
yet be brought to begging for ‘Peace at any price’. 


K. B. 
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THE NORTH ATLANTIC PACT 


1. CONGRESS AND 
THE MILITARY COMMITMENT 


N 19 March 1920 the Treaty of Versailles was finally 
rejected by the Senate of the United States, falling short 
by seven votes of the two-thirds majority necessary for ratification. 
Had anyone on that unhappy occasion prophesied that within 
thirty years that same body would not only have ratified American 
entry into the United Nations, but would also be about to endorse 
American participation in a large European pact of collective 
security, he would have been regarded as a pathetic victim of his 
own wishful thinking—or else as a dangerous idealist hurtling the 
United States at a reckless speed down the grooves of diplomatic 
change into ‘foreign entanglements’ and abdication of sovereignty. 
Unless the ratification of the Atlantic Pact is viewed against this 
background of history—a history no older than the average voter’s 
memories of his boyhood—the revolution that it represents in 
American thinking and behaviour will elude even the closest 
student of the debates, Congressional and extra-Congressional, 
which have accompanied its passage this year. In the Senate which 
is ratifying it there are members who were youthful Senators when 
Henry Cabot Lodge tried to talk the League to death by expending 
a fortnight on reading aloud the entire text of the Versailles Treaty. 
Amongst the public who watched on their television sets the 
ceremony of signature at the State Department there must have 
been many who had heard President Wilson speaking from the 
platform of his railway train on the hopeless coast-to-coast 
campaign designed to generate popular enthusiasm for the League. 
What perhaps is even more telling is that less than ten years 
have elapsed since that fateful afternoon in June 1939, when 
President Roosevelt vainly sought to secure the consent of Con- 
gressional leaders to a lifting of the arms embargo, only to be met 
with a firm refusal and Senator Borah’s ‘information’ that there 
would be no war in Europe that autumn. An even fresher memory 
is the Presidential contest of 1940 and the pledges given by both 
contestants that no Americans would be sent to fight in foreign 
wars. All this is but yesterday. If the halls of Congress are not still 
thronged with the enthusiastic supporters of ‘neutrality’ Nye and 
‘America First’, it is not because age and time have removed them, 
but because the American voter has deliberately rejected them at 
the polls. It is only because a whole nation has explicitly turned its 
back on the ways, not merely of its forefathers, but even of its own 
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upbringing, that an Atlantic Pact could so much as be mooted at 
all. If therefore in the public attitude to this far-reaching commit- 
ment there are to be detected any elements of ambiguity or reserva- 
tion, they must be seen for what they are—not the first murmurs 
of an approaching storm, but the last echoes of a dying age. It is the 
squeaks of ghosts, not the whimperings of lusty babes, that are 
audible in the opposition votes and the leaders in the Chicago 
Tribune. 

That is not to say that the Atlantic Pact has been enthusiastically 
received. Fundamentally the United States is a peace-loving 
democracy, if by peace-loving is meant a dislike of militarism as 
such, and a distrust of war as an adequate solution of any inter- 
national problem. The representatives of the Methodist Church 
or of the influential religious weekly, the Christian Century, who 
have opposed the Treaty at Senate hearings on grounds of 
Christian pacifism, have voiced the anxieties and discomforts of 
many who, without feeling able to accept their reading either of 
Christian doctrine or of international relations, yet view the 
Treaty as a second best—inevitable and necessary no doubt, but 
none the less capable, if wrongly employed, of being that corruptio 
optimi which is indeed the worst of all possible alternatives. ‘Those 
whose attitudes are tinged, vocally or (more often) inarticulately, 
with some measure of this uneasiness constitute a great and broad 
band of opinion, in all grades of American society and in all 
regions of the United States. They number in their ranks the 
early fighters for ‘interventionism’, the advocates of the United 
Nations, the supporters of E.R.P., and all those who heard the 
news of Hiroshima with something less than unmixed relief. These 
are the voters to whom were addressed the assurances of the 
President and Mr Acheson that the Pact was not at variance 
with the Charter of the United Nations, that it implied no aggres- 
sive intention, that it was in fact a step towards the establishment 

a world-wide system of peace and order. Chilled as this public 
as been by the mounting evidences of Russian animosity towards 
the United States and towards the political values of Western 
civilization, it is still more sorrowful than angry that its friendly 
idvances have been rebuffed and that all channels of peaceful 
tercourse seem to have been blocked. Viewing the Atlantic 
reaty in this mood, it cannot help recognizing that, in one 
respect at least, the Treaty is another barrier, and an American 
ne this time, to that free intercourse which somehow remains, 
bstinately and sometimes against reason, its ultimate hope for 
cace, 

But this emotional undertow, persistent though it is, has been 

verlaid by a recognition of the compulsive logic of circumstance. 
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The facts of the case were all too plain; the menace was indubitable, 
the risks of passivity were obvious, the range of alternative courses 
of action was slender indeed. The Pact might not be the per- 
fectionists’ choice, but it was unmistakably the only way to 
escape from a clear and present danger. As such it became accept- 
able, without the necessity of first becoming popular. 

This is the explanation, one suspects, for the curious lack of 
public interest or excitement over the Pact remarked upon by 
observers, once they moved out of self-conscious Washington 
into the political hinterland where dwells Dr Gallup’s average 
homo politicus. Congressmen, revisiting their states and their 
districts during the Easter recess, which fell across the public 
hearings of the Senate Foreign Relations Committee, found their 
constituents ‘largely apathetic’ over the issue. Out-of-town 
newspapers, except on rare occasions, relegated reports of Senate 
hearings and debates to their inside pages, and their correspon- 
dence columns contained few manifestations of readers’ reactions, 
whether favourable or otherwise. Nor were there any of those full 
page advertisements, arguing pro or con and paid for by political 
associations and ‘pressure groups,’ which have come to be such a 
characteristic feature of American political controversy. 

From this it might have been assumed that ratification of the 
Atlantic Treaty would be a simple and swift process. Any such 
assumption would have been mistaken. In the first place, the 
Senate is not a body which takes its constitutional obligations and 
procedural precedents lightly; as long as the Constitution requires 
its consent for ratification of treaties, the Senate will, as a prior 
condition, want to know, in detail and at leisure, first the full facts 
of the case, then the mind of the talking electorate, and finally, and 
without benefit of closure, the minds of its own members. 
Secondly, the Treaty, important and above party as most Senators 
agree it to be, is only one amongst a number of items on the 
crowded Congressional agenda, and neither the administration nor 
the Senate has been anxious, for reasons of their own, to displace 
other items in the legislative queue in order to promote it. The 
result has been a movement which at best could only be described 
as andante and, to impatient observers, often seemed largo di 
molto. 

Moreover, although the administration avoided the major 
errors of strategy which on earlier occasions have marred the 
presentation of treaties to the Senate, the handling of the Atlantic 
Treaty has not been entirely free from minor tactical infelicities. 
There has been one of those breaches of protocol which take on 
such large, if short-lived, significance when seen through the 
refracting prism which is Washington society; the State Depart- 
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ment failed to include in its original invitations to the signing 
ceremony more than a handful of the ninety-six Senators whose 
endorsements could alone give validity to the document. Within 
the Senate the leadership of Senator Connally, the Democratic 
chairman of the Foreign Relations Committee, has sometimes 
lacked both the suavity and the decision which, in the days of 
Republican ascendancy, had been imparted by Senator Vanden- 
berg. Within the administration itself there have occasionally 
been discrepant voices—though the discrepancies have seldom 
gone beyond matters of method and detail. Indeed, to any one 
familiar with the Washington scene what must seem remarkable 
is not the outcropping of these political molehills, but the fact that 
there has been so little disposition to magnify them into mountains, 
vast Alpine barriers in which even the best-guided legislation may 
be lost. It is eloquent testimony to the absence of any serious body 
of opposition to the Treaty and the continuing vitality of the bi- 
partisan principle in foreign policy. 

What then provided the substance of argument in Senate 
hearings and debates? First and least important was the down- 
right opposition to the Treaty as such. This, in the accurate 
delineation of the New York Times, was confined to a ‘medley of 
die-hard isolationists, well-meaning but politically innocent 
pacifists, and the pro-Soviet faction of the Communists and their 
fellow-travellers’. Although for purposes of demonstration all the 
forces available to these groups were mobilized to attack the Treaty, 
at Senate hearings, on public platforms, and in print, the result was 
not impressive. The relics of Mr Wallace’s following made the 
loudest showing, Mr Wallace himself setting the pace by attacking 
the Treaty as the product of an alliance of ‘certain elements in the 
Catholic Church’, ‘British imperial interests’, and ‘our own 
\merican big business interests’. But this sinister trinity, which 
iad done such good service in the pre-war years to the cause of 
Know-Nothing’ isolationism, seems to have lost its power to 
errify; the answering echoes from the street corners and the grass 

ots sounded even less impressive than Mr Wallace’s voting 
strength in the Presidential contest of last November. 

Outright opposition apart, criticism fastened on two main 
points—did the Treaty invade the Congressional monopoly of the 
var-making power, and was it going to involve the United States 
in additional and excessive expenditure? Anxiety on the first point 
fastened on Article 5 of the Treaty: 
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{he Parties agree that an armed attack against one or more of them 
in Europe or North America shall be considered an attack against 
them all and consequently they agree that, if such an armed attack 
yccurs, each of them . . . will assist the Party or Parties so attacked 
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by taking forthwith . . . such action as it deems necessary, including 

the use of armed force, to restore and maintain the security of the 

North Atlantic area. 

Did this mean, it was asked, that if bombs fell on Oslo or London 
the United States should behave exactly as if they had fallen on 
Washington or New York? If so, what became of the clause in 
Section 8 of Article 1 of the Constitution of the United States 
which states that: “Ihe Congress shall have power . . . to declare 
war?’ Did this not mean, in effect, that any European State could, 
by its own intemperate action, not only plunge the United States 
into a war that was none of its own seeking, but also effectively 
violate a clause of the Constitution? 

To this there were three lines of reply: 

(i) that Article 2 of the Treaty expressly respects the consti- 
tutional procedures of signatory States: “This Treaty shall be 
ratified and its provisions carried out by the Parties in accordance 
with their respective constitutional processes.’ 

(11) that the power Congress was so keen to conserve was, in any 
case, more nominal than real. It has always been recognized that 
the President has both the power and the obligation to employ 
the armed forces to repel attack, whether or not that attack falls 
upon the actual territory of the United States; if the result of his 
action is the creation of a de facto state of war, there is little chance 
of a Congress standing on the bare letter of the Constitution and 
refusing to convert it into de jure. It had not so refused in 1846, 
when Polk provoked the Mexican War by ordering American 
troops to cross the frontier, or in 1898 when McKinley sent the 
‘Maine’ to Havana, or in 1941 when the Japanese sent their bombs 
into Pearl Harbour. Even in 1917 when hostilities were formally 
inaugurated by a Congressional declaration of war, the act was a 
virtually inescapable conclusion to a long course of diplomatic 
action which Congress had done little or nothing to shape. If in all 
these instances, it was argued, Congressional freedom of action 
had in fact amounted to no more than a recognition of a binding 
necessity, was it likely that any future contingency would find 
Congress any more happily placed? 

(iii) that although there was indeed a moral obligation to aid 
fellow signatories, the Treaty left it open to each member to 
decide the manner and timing of its aid. There was a distinction 
between major attacks and ‘border incidents’, and the United 
States was free in each case to form its own opinion upon the 
question of whether the result was a threat to ‘the security of the 
North Atlantic area’. 

These were the formal replies to Senators’ questionings on the 
fate of their constitutional prerogatives. But as discussion of the 
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Treaty proceeded it became increasingly apparent that a more 
fundamental answer was contained in the brute facts of world 
strategy. American troops were, in fact, in Germany and Austria; 
Scandinavia apart, any Russian attack on the Atlantic Powers 
must automatically bring them into contact with these forces 
lying across their path. The extended commitment had in fact 
already been made; the Treaty was merely a formal recognition of 
it. 

This was true of the moment, but what of the future? The day 
would come when American occupation forces would be with- 
drawn and their significance as a contact fuse, so to speak, would 
disappear. What then? Discussion, very sensibly, did not much 
dwell on this hypothetical phase, but one attitude towards it was 
clearly implied in the evidence provided by General Bradley at the 
Senate hearings. ‘Our frontiers of collective defence’, he said, 
‘lie in common with theirs [the other signatories’] in the heart of 
Europe.’ The cost and the peril of another invasion of the Euro- 
pean continent must be avoided, by the United States recognizing 
now that its strategic requirements imply the defence of Western 
Europe, not its eventual liberation. 

At this point in the discussion strategic, economic, political, 
and (not least important) inter-service arguments found their 
meeting place. If the United States frontiers were in Europe, that 
implied arming Europe, not as a mere outpost to win time, but as 
a soil to be preserved from invasion. Arming Europe implied 
implementing the Treaty with a programme of military aid. 
Equally, if Europe was to be held, and not merely liberated, that 
implied ground forces and not merely long-range air forces, and 
so the argument led back to a long-standing difference of view 
between the Army and the Air Force. Finally, if America was 
committed to this permanent extension of her strategic frontiers, 

ood-bye to that ghost of isolationism, ‘continentalism’, or the 
policy which advocated arming an autarchic United States to the 
teeth, but keeping these forces behind her own continental coast- 
line and steering clear of all ‘entangling alliances’. The argument, 
needless to say, by no means always proceeded with a clear 
recognition of its full logical implications, and the battle was at no 
ige joined all along this extended front, but at one stage or 
other most of these considerations became involved. Most 
frequent and most openly canvassed of all, however, was the issue 
i COST. 

Even before the Treaty was signed discussion of a programme 
f military aid was widespread, and when on 7 April the State 
Department published the Brussels Treaty Powers’ request for 

ssistance, Senators Connally and Vandenberg let it be known that 
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they considered it a ‘blunder’ to bring this up ‘before the ink was 
dry’ on the Treaty itself. Some of their colleagues who endorsed 
their objection were animated, no doubt, by an aversion to any 
arms programme as such, or at least any arms programme which 
would cost money. But the anxieties of the two party leaders had 
other roots. When even so seasoned an observer as Miss Anne 
O’Hare McCormick of the New York Times could anticipate that 
the Senate debate over the Treaty might well be ‘more heated than 
over E.R.P.’, and when the E.R.P. appropriation itself was making 
heavy weather in Congress, it was understandable that those 
responsible for seeing the Treaty over its Senatorial hurdles should 
be concerned at the introduction of any other factors which might 
be used to impede its passage. 

To appreciate the significance that the arms programme 
assumed in the Treaty discussions, one must bear in mind the 
United States budgetary problem as it presented itself to the 
Congressional legislator. In his January Budget message, covering 
the financial year which began on 1 July 1949, the President 
estimated expenditures at $41,858 million, foresaw a deficit of 

$873 million on the basis of the existing tax levels, and asked 
Congress for a $4,000 million tax increase to meet the deficit, the 
surplus to be used for reducing the burden of the national debt. 
On such budgeting even an additional $2,000 million for military 
aid could have been carried fairly comfortably. But by April it 
seemed likely that the revenue estimates had been pitched about 
$2,000 million too high, and that consequently, on existing tax levels, 
there would be a deficit of almost $3,000 million, wholly apart 
from the cost of any military aid. Congressional feeling towards 
this prospect found frank expression on 23 May, when the House 
Appropriations Committee voted to reduce the 1949-50 E.R.P. 
programme by 15 per cent, to approximately $3,500 million. (At 
this figure, incidentally, the House stuck, though a compromise 
was reached permitting the administration to spend the total, 
if necessary, in 134 instead of the full 15 months, thus providing 
in effect for the possibility of a supplementary vote later.) An 
‘economy drive’ has in fact been under way in Congress since the 
spring, and it has gained in strength with every report of rising 
unemployment, falling prices, or other evidence of a domestic 
business ‘recession’. Moreover, since most Congressmen are reluct- 
ant to reduce expenditure on those items of domestic policy which 
are popular with the average voter, there is a natural temptation 
to let the axe fall first on expenditure overseas. 

When, therefore, rumours began to circulate in Washington that 
the cost of the military aid programme might be as high as $2,000 
million, many friends of the Atlantic Treaty were anxious to have 
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the two topics left as far apart in public discussion as possible. 
This disposition grew with the President’s statement on 8 April 
that the cost of such military aid could not be met out of the 
existing Service estimates and would require the voting of addi- 
tional moneys by Congress. (‘This was in contradiction of a state- 
ment by Mr Nourse, the Chairman of the President’s Council of 
Economic Advisers, that the cost would have to be met out of the 
existing military budget.) The President’s message accompanying 
the Treaty, when he transmitted it to the Senate, did not, however, 
make any mention of military assistance, and it was not until 

1 April that the programme for aid was made public. From this it 
was learnt that the earlier estimates had been exaggerated. A 
figure of only $1,130 million was now being sought, and of this it 
was estimated that perhaps no more than $678 million represented 
fresh expenditure, since the remainder would be taken from surplus 
items in the existing military stocks. Relief at this proposal was 
general; even Senator George, the principal Democratic champion 
of economy, conceded that the plan was now ‘generally better off’ 
in Congress. 

But the desire to keep separate consideration of the Treaty and 
of its military implementation persisted. “The North Atlantic 
['reaty would be a good Treaty’, said Senator Connally, ‘even if it 
didn’t have any arms programme at all.’ When, therefore, the 
Secretary of State, Mr Acheson, came to give evidence before the 
Foreign Relations Committee, there was a widespread expectation 
ind in many well-wishing quarters a sincere hope) that he would 
lay down the connection between the two proposals. Instead, 
the Secretary of State took the path of complete candour. When 
isked if ratification of the Treaty implied an obligation to vote 

r the arms programme, he replied: ‘If you ratify the Pact it 

nnot be said there is no obligation to help [militarily]. There is an 

ligation to help, but the extent, the manner, and the timing is 

» to the honest judgment of the parties.’ Senator Vandenberg 

murred and thought a Senator could ‘accept the obligation [to 
help the ‘Treaty signatories] when it arises without accepting an 

gation to prepare in advance to implement the Treaty’, but 
\cheson persisted firmly in adhering to his point of view, and 

r Johnson, the Secretary of Defence, and Mr Harriman, when 

ir turns came, emphasized their complete agreement with him. 

he effect of this straightforward approach seems to have been 
fold. soth on the public and on Congress it has produced an 
ression of candour and open dealing which is certainly valu- 
it serves to counter that latent suspicion of State Department 
usness and ‘secret diplomacy’ which is one of the most 
stent elements in American popular thinking, and it builds up 
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for Mr Acheson a reputation for frankness which is a priceless 
asset. At the same time it has not availed to overcome the timidity 
or thrift of Congressional leaders. The Foreign Relations Commit- 
tee in presenting their conclusions on the Treaty to the Senate, 
with a unanimous recommendation’ for ratification, made no 
mention of any military assistance to supplement its provisions, 
and it is in the highest degree unlikely that the parent body will 
put together what its Committee has so carefully left asunder. 
Indeed, all reports suggest that while the Senate will certainly 
ratify the Treaty itself before its summer adjournment, there is 
considerable doubt whether any action will be taken on the 
military aid programme. 

It must be pointed out, however, that this emphatically does 
not mean that the Senate regards the Treaty as an empty form of 
words, which it will never be necessary to implement by arms. 
What it does mean is that the Senate, not for the first time, has 
determined to remain master of its own legislative agenda and is 
refusing to be rushed or jockeyed by any administration, even on 
issues it may endorse. Furthermore, it undoubtedly reflects a 
marked disinclination, in both houses of Congress, to place a 
heavier burden on the taxpayer for any addition to his already 
onerous economic commitments overseas. But as to this no one 
who is familiar with the psychology of Congressional Budget- 
making will venture dogmatic predictions before the account- 
books close—and, indeed, not even then. 

H. G.N. 


2. WEST EUROPEAN REACTIONS: 
A DUTCH VIEW 


HE Atlantic Pact has been inaugurated: in President 
Truman’s phrase, it is generally regarded by the leaders of 
the participating nations as ‘a long step to permanent peace’. A 
defensive consolidation of the Atlantic nations has been achieved, 
but the essence of the Pact, collective resistance to further aggres- 
sion, implies much greater consolidation before any guarantee 
of peace can be given. 
In order to give an impression of public opinion in North-West- 
ern Europe about the Pact, it is necessary to begin with a statement 


of what the Pact means and of the psychological background of 


the European peoples whose opinion is under discussion. The 
first intention of the Pact is resistance to possible further aggres- 
sion. It is fairly evident that, apart from our living under the 
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umbrella of the atomic bomb, Western Europe is not yet fully 
equipped militarily (to put it mildly), while even in Canada and 
the United States armament production and industrial mobilization 
in general have still to get into full gear. 

We have therefore to conclude that the main significance of the 
Pact for the present moment is psychological. It gives some hope 
to the nations of Western Europe that their countries will not be 
invaded, although a stronger material basis for that belief is 
necessary if scepticism is not to return in a fairly short time. 
Above all, the Pact gives a solemn and official warning that the 
Western Hemisphere will not stand idly by if Western Europe, 
or part of it, should be invaded. This, however, can hardly be 
called news. It has only real value if one makes two assumptions: 
first, that the Russians did not fully realize the fact of American 
commitments, and secondly, that they are willing to see it now that 
the Atlantic Pact has been signed. 

If one analyses public opinion in Western Europe vis-d-vis the 
\tlantic Pact in terms of the psychological atmosphere, it will be 
found that the outlook is conditioned by the German occupa- 
tion during the second World War, and the Stalinization of 
Eastern Europe, culminating in ‘the Ides of March’ 1948, the 
professedly internal revolution in Prague which acted as a political 

watershed in Europe between half-innocent collaboration and 
renewed — ance. Since the liberation, the Continent of Europe 
is haunted by the fear of being invaded again. Since March of last 
year it has been haunted by a fear of Russian aggression in addition 
o the fear of a new German militarism—the latter never very 
important in Holland, Denmark, and Norway, but somewhat of a 
neurosis in France. 

Strangely enough, these sentiments led in the first instance to an 
ineasy feeling about Western military co-operation. It was not 
nly Mr Kingsley Martin who, on the conclusion of the Brussels 
Pact in March 1948 and the inauguration of Western Union, 
hought this meant no more than ‘the blowing of bugles before a 
rdboard facade’. Scepticism about the Western Union set-up 
at first widespread, and up to a point rightly so. In spite of the 
lemn promises of the Brussels Pact, the economic, social and 
tural aspects were neglected, and it was clear from the start that 
a military integration could have theoretical significance as 

y as American help was not forthcoming. 
he position has changed considerably, however, since the 
ning of the Atlantic Pact. The Western Union ‘pre-pact’ has 
en widened and made effective. Canadian and United States 
ticipation is at least potentially putting teeth into the Atlantic 
lefence system. And the scope has been widened, Iceland, 
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Norway, Denmark, Portugal, and Italy having been included. The 
only question to be asked is whether this enlargement of the 
‘Atlantic Community’ has increased its military effectiveness. 

The fact must be faced that no less a commentator than Mr 
Walter Lippmann, who propagated the idea of an Atlantic Com- 
munity in his Umited States Foreign Policy, published during the 
last war, thinks the inclusion of the Scandinavian nations and Italy 
dangerous rather than reassuring. These countries can put up 
practically no defence of their own, and the extension of the 
Atlantic ‘Lebensraum’ to buffer States between East and West 
might conceivably provoke Soviet Russia into a third world war. 
Mr Lippmann would have preferred to retain the buffer States. 

The first point can hardly be disputed. But there is much doubt 
on this side of the Atlantic and of the Channel about the usefulness 
of the buffer States Mr Lippmann wants. Being a buffer State is 
only useful and tolerable for the nation in question if it is able to 
hold that position even against fairly strong attacks, and if the 
political vacuum thus created repels rather than attracts potential 
aggressors. Both suppositions, in the humble opinion of many 
people in Western Europe—an opinion supported by some recent 
evidence—,are entirely unrealistic. The rape of Czechoslovakia 
was a good example of what would very probably happen to Fin- 
land, to Berlin, to Trieste, and to other places this side of the Iron 
Curtain the moment the present counter-pressure were to weaken 
considerably. It is suspected in these parts of the world that any 
‘buffer’ position would be far more dangerous than participation in 


a Pact of which the military strength is still not perfect. This is, of 


course, the explanation why some long-hesitating nations have at 
last come down on the Western side of the fence and joined the 
Atlantic Pact. 

None the less, the fairly widespread feeling that there is some 
‘menace of war’ in Western Union, in the Atlantic Pact and such 
schemes of Atlantic co-operation has not entirely passed away. We 
need not over-estimate the influence the Communists, the fellow- 
travellers, and the fellow-travellers’ fellow-travellers exert through 
their peace conferences. The trick is growing old. As President 
Lincoln said, “You cannot fool all the people all the time’. But there 
is a latent pacifism in very many people on the Continent. ‘These 
people, being ordinary mortals, would prefer being defended (and 
defending themselves) actively, as living human beings, to being 
liberated later on as the unlucky dead of a second resistance move- 
ment (if any). This is putting it in a rather crude and subjective 
way. But the same view, this time as an objective strategical truth, 
is held by responsible American military leaders. Recently General 
Bradley, speaking at Army Day celebrations in the United States, 
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pointed out the unmistakable fact that a victory of the West after 
first withdrawing from the Continent, leaving it occupied by the 
Russians, and finally liberating it, would at its very best be no 
more than half a victory. 

In this context, if we concentrate our attention for a moment on 
Holland, it is characteristic of Dutch public opinion that such 
‘realistic’ considerations hardly influence hesitations about the 
\tlantic Pact. But undeniably there are some hesitations. It cannot 
be said that any of the political parties is opposed to the Atlantic 
Pact, or even hesitates about its whole-hearted acceptance; the 
Communists, here as everywhere Moscow-inspired, form a 
nominal, not a real exception to the general welcome given to the 
Pact by the Dutch political parties. And the Trade Unions give 
the same picture, the Communist-led Eenheids Vak-Centrale 
excepted. In le pays réel, however, doubts exist, and are slowly 
coming to the surface. 

It is significant that the dissenting or doubting voices do not 
come from what is commonly called the left wing of the Dutch 
Labour Party—professedly anti-Communist and realistic in its 
international outlook as it is. Doubts are felt in the former pacifist 
circles. ‘They are not exclusively to be found in the Socialist 
movement, but are certainly fairly strong within the Labour 
Party, particularly among women. The pre-war Social Democrat 
Workers’ Party was predominantly anti-militaristic, until the 
menace of Hitler overshadowed other considerations and the Party 
stood up for collective security. The Dutch Labour Party, formed 
ifter the war, expressly acknowledges the State’s right to defend 
itself, if possible within a collective security scheme, and to arm 
itself for that purpose. But naturally the psychological, often 
sentimental pacifist feelings have not completely died down. A 

w of the pastors whom the Labour Party counts among its 
members are saying aloud that, alas, such a thing as the Atlantic 
Pact probably cannot be avoided under present circumstances in 

rld politics, but that a real ‘peace’ policy would have been much 

re reassu ring. 

Day-dreams of frustrated pacifists? One can put it at that, to a 

in point. But two things ought to be borne in mind if one 
ald be inclined to dismiss this sentimental pacifism lightly. 
he first is that, however much the present pacifist or semi- 
fist sentiments are following in the spiritual wake of the 
istrous ‘national disarmament’ of the inter-war years which 


proved to be such a complete fallacy in view of Hitler’s power 


itics, a public policy that wants to be realistic in international 
tlairs will have to show the same realism in its approach to a 
blic opinion that is generally willing to follow, but is not yet 
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quite convinced of the inevitability of, its policy. Pacifism, out- 
spoken and latent, will require a good deal of convincing, and the 
Government, the political leaders, and particularly the press will 
have to do a lot of explaining before public opinion, unformulated 
sentiments included, is quite as homogeneously united behind 
the Atlantic Pact idea as official statements would lead us to sup- 
pose. Public opinion is following slowly—and many of those who 
had their doubts about Marshall Aid two years ago, but who in the 
meantime have seen the light, now, in 1949, have not yet accus- 
tomed themselves to the idea of Atlantic military co-operation. 

In the second place, it is felt, and not exclusively in Socialist 
circles either, that the policy of joint military defence against 
aggression, as agreed upon in the Atlantic Pact, may be necessary 
from the point of view of international power politics, but can- 
not suffice alone to ‘save the West’. The argument, when formu- 
lated, is often bound up with some of the ‘pacifist’ sentiments 
outlined above. It tends to undermine public confidence in the 
Atlantic Pact either by saying or indirectly suggesting that it is 
an ‘American affair’, characterized by foreign, probably ‘capital- 
istic’ intervention in ‘our’ (European) affairs. If the Atlantic Pact 
is to be effective this outlook must be replaced by something 
much more constructive; without some positive effort of their own 
the European nations can hardly hope to defend themselves 
against Communist aggression, now that internal disruptive 
forces are on the watch—and will continue to be so—for further 
social misery to turn the people’s minds against the existing 
governments and to intensify the attack from within. In France 
and Italy the tide began to turn some time ago, but nobody would 
dare to say the danger is entirely a thing of the past. And in Hol- 


land, though here the Communist danger is less than in those | 
countries, the Communists are working hard on the Trade | 


Unions and working classes and on the intellectuals. Even in 
Parliament they occupy 7 per cent of the seats. A new wave of 
unemployment could easily upset the applecart of the democratic 
politicians. 

The Marshall Plan has, of course, done much to turn the slowly 
disintegrating economic system of Western Europe to a new, not 
yet quite sound, but certainly promising prosperity. It has 
restored public confidence a good deal. But the nations of Western 
Europe have still shown insufficient initiative of their own in the 
matter of positive ‘welfare’ policy. And however misguided much 
criticism of the Atlantic Pact may be, the fact is not to be denied 
that more action will have to follow, if the West is to be ‘safe for 
democracy’—and if the peoples of the Western nations are to feel 
safe too. This applies to social and economic conditions. It applies 
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even to the narrower field of military co-operation, if we may 
return for a moment to the concrete problems the Atlantic Pact 
puts before us. 

Looked at realistically, the Pact only makes sense if a defence of 
Western Europe at some distance before the Pyrenees is worked 
out. Obviously this cannot be done without further military 
oqnen and organization of the ‘Atlantic Community’, and 
this will take some time, perhaps some years. Although there is not 
the slightest evidence to support the Communists’ claim that the 
\tlantic Pact is both a menace to Soviet Russia and a menace to 
world peace, and although nobody is more eager for peace than 
the Western Powers, the reputed ‘American imperialists’ included, 
the elaboration of the Western Union ‘pre-pact’ into a full-dress 
\tlantic Pact, including some neighbours of the Russian zone of 
influence, might create a ‘danger zone’ for a time, as long as the 
varning to Russiacannot becompletely brought home througharmed 
strength. ‘That is the risk, sometimes exaggerated but certainly not 
inconsiderable; that is the grain of truth in the propaganda- 
slogan of a ‘war menace’. 

How great is this danger? That is not only a question of the 
military strength of Western Europe, backed by Canadian and 
United States power, but also of the fundamental aims of the 
Kremlin. About the last point it is difficult to predict with any 
legree of accuracy. 

But it is probable that Stalin and his fellow leaders are firmly 
convinced that ultimately a conflict with the ‘capitalist’ West is 

vitable. Anybody who might still have doubts on this point 

ay have been convinced by the impressive documentation with 
vhich ‘Historicus’ supported this thesis in the January 1949 
sue of Foreign Affairs. Granted that argument, the Russians 
> to choose the right moment, and it is always possible they 
prefer the present ‘danger zone’ period to a later phase in 
ich the industrial and military strength of the West might 
tdistance them to a far greater extent. 
‘his is of course merely a possibility, but there are two further 
nptoms that point in the same direction. There is some evi- 
> to suggest that the Communist parties in Western Europe 
apa. ot on underground activities rather than on the 
lar propaganda that was their favourite pastime until a short 
ago. ‘he statements by Comrades Thorez, 'Togliatti, e tutti 
nit were probably obligatory repudiations of “Titoism’, in the 


place intended for Moscow’s consumption, but at the same 
: they showed to what extent the innocent-looking propaganda 
ne has been left. 


id, secondly, the recently re-organized Kremlin leaders have 
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Tito to reckon with. The maintenance of his present independent 
position is extremely dangerous to Moscow, as other satellite 
States might be encouraged to adopt a similar position. Obviously 
the Kremlin will have to do something about it. But this argument 
can work both ways. Either Moscow will go to any length to put the 
Tito ‘rebellion’ down, will even resort to arms if necessary—or 
“Titoism’ in Yugoslavia, Bulgaria, and possibly other countries 
behind the Iron Curtain will contribute to safeguard the West 
against aggression. 

All in all, there is every reason to be thankful for the Atlantic 
Pact—a colossal step forward towards the integration and effective 
defence of the Atlantic group of nations. But it would be short- 
sighted to suppose that all risk of war is eliminated by the Pact. 
Something more will be necessary. The nations of Western 
Europe will have to increase their own military strength consider- 
ably. At the same time they realize nothing much can be done 
without assistance from the other side of the Atlantic. They are 
the more anxious to get this assistance as they are in the best 
position to understand what the dangers of aggression are. 


J.B. 


WESTERN GERMANY AFTER 
CURRENCY REFORM 


HE post-war economic development of Germany really 

came into being as from 20 June 1948, when currency 
reform and a new economic policy were simultaneously intro- 
duced. Until then, the reconstruction of the German economy, 
which had been shattered by the war and, above all, more or less 
paralysed by the zonal partitioning, had made but slow progress, 
so that only a few sections of the country’s economy had a chance 
to recover. From the middle of 1948, however, an upward tend- 
ency became increasingly obvious, and it seemed that real recovery 
had begun. Up to that date, the strict allocation of almost every 
type of goods caused a situation where the owner of goods was in a 
stronger position than the owner of money, who had available to 
him only a minimum of real purchasing power. For this reason 
the worker demanded his wages in the form of goods. In the 
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German mining industry this had reached such an extreme that 
the miner was supplied with nearly all the most important food 
and household goods in addition to his wages, in order to keep him 
at work. It became a common practice in the textile and other 
industries to supply the worker with part of his nominal wage in 
goods at pre-war prices, expressly to enable him to exchange 
those goods which he did not require. 

This policy resulted in a radical change in the structure of real 
income. A high percentage of workers received at least 10-20 per 
cent or more of their incomes in goods, i.e. in real wages. The 
industrialist and agriculturalist found themselves in a very strong 
position in the market, as they could both nearly always use their 
goods as a direct or indirect means of exchange, whilst the workers, 
employees, public officials, owners of capital, and last but not least 
the 14 million refugees from the East found themselves in a 
difficult position, especially as they were entirely dependent on the 
rations allocated to them. The average employer had no incentive 
to expand his production above a certain level, the average worker 
produce d in a given period less than half of his pre-war production. 
Consequently the national product could only rise slowly, apart 
from those sections, such as coal-mining, the artificial silk industry, 
ind some branches of agriculture, which worked on a barter basis 
as regards materials and could therefore make their own barter 
terms of trade. 

In this situation the long-awaited currency reform meant the 
first step towards recovery. Had it not been allied to the lifting of 
controls in most sections of the economy, the currency reform 

juld have been ineffective. Only when given the chance to earn 
na piecework basis, and thus be able to buy additional goods ia 
.ccordance with his own choice, did the worker feel an incentive to 
roduce more, and this in turn resulted in the owner of capital 
gaining a position in the market, and in the creation of a produc- 
tive apparatus which was regulated by consumer demand. It is 
ost probable that without this change in economic policy currency 

form would not have produced the effect it did. 

Currency reform was introduced in Western Germany by 
Military Government Law No. 61. It was a paper currency, linked 

th foreign currencies only by the dollar exchange rate of thirty 

nts to the D-mark. The new volume of money entered the 
onomy in three forms: firstly through the so-called ‘Erstaus- 
stattung’, the first issue of bank notes to the public; secondly 
through the conversion of Reichsmark bank deposits into D-mark 
deposits; and thirdly through the issue of credit as a means of 
nancing future increased production. The noteworthy point 
yut the German currency reform was that on the first day every 
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German, irrespective of age, was issued with forty D-mark per 
head, and later with a further twenty D-mark, so that in July 1948 
the population had at its disposal buying power amounting to 
1.9 milliard D-mark. Correspondingly, the Lander and Gemein- 
den received at the same time 2-3 milliard D-mark, while the three 
Military Governments received in all 0.8 milliard, the railways 
and postal authorities 0.3 milliard, and employers 0.3 milliard 
D-mark as a first working capital. The new influx of money did 
not enter the economy through production channels, by the pay- 
ment of wages and salaries in the new money from the first day 
onwards, but through the public as consumers, who could 
immediately spend on the market without regard to when they 
were paid. 

The second noteworthy point about the currency reform was 
that it was done in stages. Consequently, the first issue, amounting 
to 54 milliard D-mark in July, rose to 6-7 milliard by September 
1948, and has remained more or less at that level up to the present. 
The conversion of assets held in the old currency was accomplished 
at the same time. Of these, 3-1 milliard D-mark were converted 
during July, and by February 1949 this figure had risen to 5-8 
milliard D-mark, which leaves at present about 8 per cent of the 
original amount still to be converted. The third means of creating 
a new volume of money was also applied in stages. In July 1948 
1*4 milliard D-mark had been made available by the issue of 
credit, while by the end of February 1949 this amount had risen 
to 5°5 milliard D-mark, thus greatly expanding the volume of 
credit. From this alone it can be seen that the total volume of 
freely available money and credit has been almost doubled since 
the currency reform came into force. Of about 18 milliard D-mark, 
about one third was in bank notes whilst the balance was in bank 
deposits. This volume of credit is however lower in relation to the 
total national income than the pre-war figure. 

This method of introducing the new money by stages was the 
reason why the whole economic system was able to adjust itself 
only gradually to the new circumstances. One is therefore justified 
in dividing the period after currency reform into two phases, the 
first up to November—December 1948, when the volume of money 
had risen to between sixteen and seventeen milliard D-mark, and 
after that when the volume rose only to eighteen milliard and a 
process of consolidation was beginning. This division is also 
justified by the development of price levels, which rose until 
October-November because the volume of money was increasing 
more quickly than the volume of production, and which have since 
remained at more or less the same level. The end of 1948 marks 
the beginning of the second phase, in which all those processes of 
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adjustment took place which actually should have happened 
immediately after the collapse, but which were long postponed 
by the unfortunate currency and economic conditions. 

The rise in prices during the first phase after currency reform 
had a double effect. First of all it resulted in inflated profits, as no 
proportionate rise in costs took place; on the contrary, the latter 
showed a relative decrease with the growing exploitation of 
industrial capacity. On the other hand it was bound to lead to a 
lowering in real income, which resulted in a slow rise in wages, 
whereby those workers with fixed incomes were placed in a worse 
position than all other income groups. The rise in prices itself 
presented a very varied picture. For through the nature of the 
currency reform, as the consumer was the first to acquire the new 
buying power, and as through all the war and post-war years there 
had been no opportunity to make good the losses caused directly 
or indirectly by the war, the entire new buying power was thrown 
on the market. This resulted at first in the consumer being pre- 
pared to pay any price. The sellers of consumer goods took 
a of this chance, and were able to dispose of stocks 

joarded before the currency reform and left-overs from war-time 
at relatively high prices. Of these profits the largest share went to 
the retailers, some wholesalers, and some small and medium 

nanufacturers, while the basic and heavy industries were only 
later caught up in the wave of buying power, and received no 
hare in the profits because of the price structure in the coal and 
iron industries. As the surplus profits in the small and medium 
concerns were not fully taxed, within a short time a particular 
rcle of demand was formed within which these relatively small 
‘roups very soon developed a separate standard of consumption. 
(‘his demand led to the production of high-class consumer goods 
which are at present astonishing a large number of foreign visitors, 
but which are accessible to only a small section of German con- 
imers because of the high price level. The same is true of the 
amenities offered by many hotels, and of the leather, textile, and 
ther trades dealing in articles for personal use. 
\s long as this income was not used up it formed a most 
nportant source for the self-financing of enterprises. It was 
1omically the more important as the means for building up 

di ts could only be developed again slowly. Without this source of 

If-finance the rise in production would probably have been 

ch slower. In addition, that capital industries have also gained 

t is shown by the fact that traders and producers have built up 
their destroyed houses and works with these profits, and moreover 

ive increased the demand for machinery and other capital 
upment. ‘This process can thus far be judged only as advan- 
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tageous, but it should not be overestimated. For almost all the 
entire coal, iron, and other basic industries were excluded from it. 
Apart from that, the extent to which goods were hoarded varied. 
This process was discontinued at the turn of the year after the 
additional buying power had slowly included the basic industries 
also, so that there was now a more even distribution of money and 
the incentive to increase prices of consumer goods was lost. 

On the other hand this rise in prices at the end of 1948 led to a 
decrease in the real income of employees, which made impossible 
the building up of real savings. It was not accidental that there was 
an over-depositing in Post Office savings and banks as from Novem- 
ber onwards, which had risen by the spring of 1949 to about 
100 million D-mark per month. The basic foundation was thus 
slowly laid for the process of self-financing of enterprises—which 
was on the whole undesirable—to be taken over instead by funds 
from the private capital market. At first only deposits were involved, 
for the stability of price levels offered favourable circumstances for 
increased saving. On the other hand real income was still so low 
on the average that the net increase in saving could only remain 
slight. For the real national income per head in the spring of 1949 
was only 70 per cent of that of 1936, or 57 per cent of that of 1938. 
As a low national income means a low level of saving, it is under- 
standable that, especially since the beginning of the consolidation 
period, there has been a great. demand for credit for investment 
which can still by no means be met by private capital. Presuming 
that at the time of the worst crisis in Germany in 1932 the level 
of investment was only 9-4 per cent, in comparison with 18-4 per 
cent in 1928, and assuming that at present, on account of the 
increase in consumer demand caused by war losses, investment is 
not even at this level, but perhaps can be reckoned only at 5 per 
cent, then in a national income of at present 52 milliard D-mark 
the amount of investment is 2-5 milliard D-mark. Consequently 
the increase in net saving deposits should at least be doubled in the 
first quarter of 1949. That only shows that the main problem of 
Germany’s economy in the spring of 1949 is the financing of 
investment by means of credit. 

The situation was made worse by excessive taxation of both 


households and enterprises. While normally, during a phase of 


stagnation, the rate of taxation decreases in order to encourage 
investment, the high rate has been retained up to the present in 
Germany, resulting in a corresponding decrease in real income and 
in the inclination to invest. Taking together all types of taxation, 
there was little incentive for most enterprises to expand production 
and to make bigger profits, for above a certain limit one had to pay 
more in taxes than one earned. This policy is the more question- 
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able in that, with the high turnover, taxes collected have exceeded 

the expenditure necessary at present, so that considerable liquid 

assets remain idle in public hands. There is therefore a danger that, 

in view of the need for investment, these funds will either be 

directed into misguided investments, or at least in the long term 

will not be so rationally used as could have been expected had they 

been invested by the enterprises themselves. ‘The situation is 

aggravated by the adjustment of the German investment pro- 

gramme to the so-called long-term programme, which has 

imposed many restrictions on the German economy. It is a con- 

vincing argument that, in view of the much greater poverty of 

capital in Germany than in any other West European country, 

only the smallest allocation of credit would need to be given to it in 

rder to raise the average productivity of the production machine. 

From the development of money, credit, and prices since 

currency reform described above, conclusions can be drawn as to 

the probable development of production. For the rise in prices and 

profits since currency reform has given production a big impetus, 

so that the proportionate increase in industrial production, dis- 

counting possible statistical deficiencies, is understandable. If one 

disregards coal-mining and several other branches of industry, the 

trend of German industry came to a turning-point with the 

currency reform, and up to now it has been impossible to anticipate 

how long this rise will last. The fact that from February to April 

949 the level of production per working day remained 85 per cent 

that of 1936 does not necessarily mean that the rise wiil not 

wly continue. It must also be taken into account that in the 

t twenty-seven working days of March, go per cent of the 1936 

veduatiain had already been reached. The artificial silk industry, 

- electro-technical, mechanical, optical, automobile, and non- 

rrous metal industries, and machine construction are especially 

iffected by this recovery. The picture is thus very many-sided, 

st as the development of prices also shows a wide variation. 'T his 

( wi a sign that industry is in the process of a realignment 

le necessary by the separation of the German markets in the 

stern and Western Zones, which has meant that the Western 

ne market must be supplied by other areas. ‘This adjustment to 

w circumstances has also become necessary because of the 

zed structure of the world market to which the German export 
istry is forced to adapt itself. 

his very varied picture of the development of German pro- 

ion since currency reform should at the same time be viewed 

m a structural angle. For with the increasing consolidation of 

German economy, it is becoming more and more apparent 
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h industries have a chance of long-term development and 
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which must remain relatively static. Thus the rapid headway made 
by the artificial silk industry (which is already working at 125 per 
cent of the 1936 level) is enlightening if one compares it with the 
relative decline of the old textile industries, both in Germany and 
in other countries. The textile industry, apart from the artificial 
silk industry, is at present working at 25 per cent less than pre-war 
capacity. From the consumption point of view the picture is as 
follows: before the war the consumption per head of the popula- 
tion of textile raw materials in Germany was 8 kg. for clothing 
and 7 kg. for other types of textiles, making a total of 15 kg. In 
1949 the anticipated figure is 3 kg. for clothing and 7 kg. for other 
textile goods, making a total of 10 kg. Accordingly this year the 
peace-time need for textile raw materials for household linen etc. 
will probably be satisfied, so that it is possible that no chance of 
further development will exist. On the other hand additional raw 
materials will probably still be required in the next few years for 
the clothing industry, before peace-time standards are reached. 
This example shows where the limits of saturation of the market 
lie, so that an expansion of production can take place only in pro- 
portion to a rise in the population. 

‘The same structure can be seen in the electric power industry, 
which is experiencing a sharp upswing in all countries and thus 
by April 1949 had a capacity of somewhat over 50 per cent of the 
pre-war level, while the gas industry has everywhere tended to lag 
behind, and thus in Germany has reached only 80 per cent of 
the pre-war level. The fact that coal-mining finally lagged behind at 
a level 10 per cent below the pre-war figure, in spite of all the 
assistance given in this field, can only be explained by the special 
structural and foreign exchange conditions in this branch of 
industry. As a comparison it should be pointed out that even in 
Great Britain at the beginning of 1949 about 10 per cent less coal 
was raised than in 1937. Both countries are faced with the same 
problems, based to a considerable extent on low working pro- 
ductivity, which will later be examined in more detail. 

But first there are several points to be made in judging the post- 
currency-reform development of production, as the rapid rise in 
German production has already made itself felt in foreign coun- 
tries. In considering this development, it must be realized that 
even a level of production of 85 per cent (1936= 100) is extremely 
low in comparison with the level inherent in the real pre-war 
trend of development. For if the original trend of development in 
German industrial production in the period between the two wars 
had been continued, then 1949 production levels would be some 
40 per cent above 1936 levels. Instead of this, German industrial 
production is still far below pre-war level. This hypothetical com- 
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parison with a normal peace-time development may be con- 
sidered inadmissible. Nevertheless it shows this much: that 
Germany will still need years merely to reconstruct her own 
industrial apparatus, let alone to return to the pre-war rate of 

-xpansion. A comparison shows how far Germany lags behind in 
worl industry. ‘The industrial production of the U.S.A. and 

Canada is 70 per cent higher than the pre-war level, that of 
Scalia 50 per cent higher, and that of Denmark, Norway, and the 
Netherlands 25 per cent higher. Germany’s share of world pro- 
duction must therefore have dropped considerably, even if the 
present partial recovery is reckoned with. In this respect the 
welcome upward trend since the currency reform should by no 
means be overestimated in its wider implications. 

The limits of development possibilities are shown by the low 
standard of labour productivity which has already been men- 
tioned. By the spring of 1949, taking the average of all industries, 
oe had reached only 70 per cent of the 1936 level, while in the 

).S.A. it was far above 1oo per cent. Production per man hour in 
the mining industry was only 62 per cent of the pre-war figure, 
for in 1936 2-20 tons were raised per shift, whereas at present the 
figure is only 1-37 tons. In the iron and steel industries the average 
output per head is even lower, and amounts to not more than 45 
ver cent of the pre-war figure, while in the textile industry it is 
about go per cent. This fact makes for increased costs and low real 
income, which can only be raised in conjunction with a rise in 
labour productivity. The consolidation process which began in the 
second phase stimulated such improvements in labour productivity, 
but it was nevertheless noticeable that there was a further develop- 
me ent in the great shortage of long-term credits, and in particular 
at private capital was still very shy. The fact that daily pro- 
luction remained constant from February to April 1949, and that 
the rapid upward trend thus seemed to be ended, is the best 
lication of how necessary an improved supply of capital is in 
rder to raise the average of productivity. It is certainly justifiable 
make accessible in the form of credits to the German economy 

» proceeds of the counterpart funds and liquid assets in public 

nds, in the hope that an increase in production will be accom- 

nied by increased productivity, so that eventually real income 

y be allowed to rise. 

\n increase in the national income in general and individually is 

| the more necessary as the German economy is burdened with 

vy mortgages. For every wage-earner today there are 2-55 con- 
ers, i.e. 22 per cent more than ten years ago. In addition there 
about g million State pensioners, recipients of public assist- 

‘e, war-injured, and survivors of war casualties, who constitute a 
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fifth of the total population and are a drain on revenue. With the 
stabilization of prices since the turn of the year this burden will be 
the more felt in that the actual wage-earner will be subject to 
excessive taxation and will therefore lose all inclination and 
capacity for saving. Apart from this, expenditure for the upkeep 
of Military Government amounts to about 8 per cent of the 
German national income, which is comparable to a similar burden 
in 1936 caused by the expenditure on armaments, but with this 
difference, that at that time the level of production was higher. If 
one looks at the present level of saving referred to above, the 8 per 
cent liability on the national income as well as the heavy burden of 
social services must be considered as a factor which will make a 
rise in real income extraordinarily difficult. 

It is a sign of the critical position of the German economy in 
early 1949 that genuine unemployment is making itself apparent 
for the first time. The official estimate of 1-2 million unemployed 
should not be considered as genuine unemployment as it includes 
to a large extent unemployed in the main refugee areas, employees, 
unskilled labourers of all kinds, and genuine unemployed laid off 
through the rationalization of industry. At the same time the 
demand for qualified skilled workers such as moulders, turners, 
spinners, etc. has still not been satisfied everywhere. On the other 
hand, even half the present unemployment would suffice to serve 
as a warning that production must rise further if the number of 
unemployed is not to increase. There is difficulty in mastering the 
situation, since a redistribution of labour between the various 
areas and branches of industry is certainly necessary as the whole 
economic structure was distorted by the war. This redistribution 
has been hampered until now by the lack of housing. 'To continue 
to conceal this situation can only be disadvantageous in the long 
run. It should also be reckoned with that the labour requirements 
of the export industry cannot yet be estimated, but the possibilities 
of their development are especially important. 

The question of foreign trade has now become of much greater 
importance to Germany as regards foreign exchange than it was in 
pre-war days. Because of the loss of the eastern territories, Ger- 
many must import a much greater amount of agricultural products 
and raw materials, and therefore the level of exports must rise 
correspondingly. Since currency reform the export of industrial 
products has increased so greatly—thanks to the special efforts 
made in this field—that the import of industrial raw materials and 
semi-finished goods has been at least balanced, and in certain 
cases more than compensated for. Imports of agricultural products, 
on the other hand, are almost entirely unbalanced by exports. A 
decrease of agricultural imports is impossible, however, as today 
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only twenty-six hectares of agricultural land is available per head 
of the population, as compared with forty-one hectares in 1936. 
For that reason the export of industrial finished goods must be 
increased considerably in order to even approach a balance of 
trade. Whether this aim will have been achieved by the time 
Marshall Aid comes to an end seems more than questionable in 
view of the obstructions in the way of German export trade, the 
low level of production and the consequently higher production 
costs. 

Reckoned by volume, i.e. if price changes are not taken into 
account, German exports averaged in 1948 only 25 per cent of their 
1936 level. Since then they have risen, and by April 1949 had 
reached about 40 per cent of the pre-war figure. This shows 
clearly to what extent exports have lagged behind in proportion 
to the expansion of production. This restricted development gains 
significance if it is taken into account that exports must rise far 
ibove the 1936 level in order to pay for the necessarily greater 
mports of agricultural products. The following consideration 
an serve as a basis for studying the wider implications. In 1948 
German exports of industrial products amounted to 24 per cent 
of the 1936 figure. A fourfold increase would therefore be neces- 
ary to reach the pre-war level. On the other hand, in view of the 
greater imports of foodstuffs, a six-eight-fold increase would be 

ecessary to achieve an equalization of the total balance of pay- 
ments. A comparison with Great Britain shows what measures 

just be taken. For whereas German exports at the end of 1948 
represented only a third of the volume of pre-war exports, the 

coun of British exports was one-third greater than before the 

ir. These considerations obviously have a bearing on European 

\terests as a whole, since it is not desirable that Germany should 

iin a debtor to such an extent for any length of time. There- 
the remedy can only be found by following consistently the 
irse already begun by the currency reform and the modification 
economic policy, i.e. to adapt the German economy to the new 
nditions sana by removing all the obstacles preventing 
tment in quality and price to the present-day conditions in the 

id market, and by increasing production and introducing a 
m a basic rationalization in the export industry in particular. 

; method is at any rate preferable to that suggested by many 
rt firms, who see a convenient solution in the unilateral 
tion of the rate of exchange from thirty to twenty cents. On 

er hand, if the present rate of exchange is maintained and 

are substantially reduced inside Germany, it will be more to 
idvantage of foreign buyers in the long run, bearing out the 
ical theory that it is always in a country’s own interests to 
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contribute towards increasing the real purchasing power of other 
countries. As David Hume put it two hundred years ago: ‘Not only 
as a man but as a British subject I pray for the flourishing com- 
merce of Germany, Spain, Italy, and even France itself.’ 
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